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E.O. 11652: N/A 
TAGS: EFIN, ETRD, CH 

SUBJECT: PRC EOREIGN TRADE UP SHARPLY IN EIRST HALF 

SUMMARY: FOR THE FIRST TIME IN PRC HISTORY, PEKING HAS 
RELEASED HALF-YEARLY FOREIGN TRADE STATISTICS. PEKING CLAIMS 
THAT IN THE FIRST HALF OF 1978 CHINESE EXPORTS GREW 28.5 
PER CENT AND IMPORTS 60 PER CENT OVER THE CORRESPONDING PERIOD 
LAST YEAR. SINCE WE BELIEVE THESE STATISTICS ARE MEASURED 
IN TERMS OF U.S. DOLLARS, THESE GROWTH RATES ARE PROBABLY, 

TO SOME EXTENT, INFLATED BY THE DOLLAR'S DEPRECIATION. 
NEVERTHELESS, GROWTH IN REAL TERMS WAS SUBSTANTIAL. CHINA'S 
EFFORTS TO BOOST EXPORTS ARE NOW PAYING OFE; CHINA'S IMPORTS 
HAVE RECOVERED FULLY FROM THE DEPRESSED LEVEL OF THE LAST 
HALF OF 1976 AND THE FIRST HALF OF 1977. BOTH REACHED 
RECORD LEVELS IN FIRST-HALF 1978 WITH CHINA RECORDING 
A QUARTER-BILLION DOLLAR TRADE SURPLUS DURING THE 
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PERIOD. IF SECOND HALF EXPORTS AND IMPORTS ARE MERELY 
MAINTAINED AT FIRST HALF LEVELS, TOTAL PRC TRADE THIS 
YEAR WILL SURPASS $19 BILLION. THIS IS A CONSERVATIVE 
ESTIMATE, HOWEVER, SINCE CONTINUED GROWTH IS 
EXPECTED. END SUMMARY. 

1. NCNA (ENGLISH) ANNOUNCED JULY 26 THAT CHINA'S 
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JANUARY-JUNE EXPORTS WERE 28.5 PER CENT GREATER THAN 
THE CORRESPONDING 1977 PERIOD, WHILE IMPORTS ROSE 
60 PER CENT, LEAVING A SMALL TRADE SURPLUS. NCNA 
REPORTED THAT EXPORTS OF RAW MATERIALS AND SEMI- 
MANUFACTURES, SUCH AS CRUDE OIL, COAL, AND COTTON 
FABRICS "INCREASED CONSIDERABLY." ON THE IMPORT SIDE, 
THERE WAS "A 70 PER CENT RISE IN TECHNOLOGY AND 
WHOLE PLANTS." 

2. ALL EVIDENCE INDICATES THAT THESE PERCENTAGE 
INCREASE CLAIMS ARE DERIVED FROM TRADE DATA MEASURED 
IN U.S. DOLLARS, RATHER THAN FROM DATA IN CHINESE 
REN MIN BI (MRBL) OR/OTHER ACCOUNTING UNIT. THE USE 
OF THE U.S. DOLLAR AS AN ACCOUNTING CURRENCY IS 
CONSISTENT WITH PEKING'S PAST PRACTICE, AND IS ALSO 
CONFIRMED BY THE AVAILABLE TRADE PARTNER DATA FOR 
THE FIRST HALF OF 1978. BY APPLYING THE NCNA CLAIMS 
TO HALF-YEAR TRADE PARTNER STATISTICS, WE ESTIMATE 
THAT CHINA RECORDED A QUARTER-BILLION DOLLAR TRADE 
SURPLUS IN THE FIRST HALF OF 1978. THIS FIGURE IS 
CONSISTENT WITH THE NCNA CLAIM THAT CHINA ACHIEVED 
A "SMALL SURPLUS." TOTAL TRADE IN THE FIRST-HALF 
EXCEEDED $9.5 BILLION. 

PRC: HALF-YEAR TRADE STATISTICS 
(MILLION U.S. DOLLARS) 

PRC PRC 
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EXPORTS, IMPORTS, 

FOB CIF BALANCE 

1976 (A) 


1ST HALF 

3,300 

3,900 

-600 

2ND HALF 

3,950 

2,100 

1,850 

1977 (B) 




1ST HALF 

3,800 

2,900 

900 

2ND HALF 

4,100 

4,000 

100 

1978 (C) 




1ST HALF 

4,900 

4,650 

250 


(A) ESTIMATED FROM HALF-YEAR TRADE STATISTICS FOR 73 
TRADE PARTNERS. 

(B) ESTIMATED FROM HALF-YEAR TRADE STATISTICS FOR 52 
TRADE PARTNERS. 

(C) DERIVED FROM CHINESE STATEMENT AND TRADE PARTNER 
DATA FOR 1ST HALF, 1977. 
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3. RMB PRICES FOR PRC EXPORTS APPEAR TO HAVE 
REMAINED FAIRLY STABLE SINCE THE FIRST HALF OF 1977. 
(THUS, IN TERMS OF U.S. DOLLARS, PRICE INCREASES 

FOR MANY OF CHINA'S MAIOR EXPORTS NEARLY MATCHED THE 
1 1 PERCENT APPRECIATION OF THE RMB VIS-A-VIS THE 
DOLLAR.) WITH THIS RELATIVE STABILITY OF RMB 
PRCIES, THE REAL GROWTH RATE FOR PRC EXPORTS PROBABLY 
APPROXIMATED THE INCREASE IN THEIR RMB VALUE - 
I.E., 15 PER CENT. THIS COMPARES WITH AN AVERAGE 
ANNUAL INCREASE OF ABOUT 10 PER CENT SINCE 1970. 

OIL EXPORTS WERE UP PERHAPS 10 TO 12 PER CENT IN 
VOLUME OVER THE FIRST HALF OF 1977. EXPORTS OP 
LIGHT MANUFACTURES, PARTICULARLY COTTON TEXTILES 
AND CLOTHING, PROBABLY INCREASED THE MOST, WHILE 
AGRICULTURE'S SHARE OP TOTAL EXPORTS MAY HAVE 
DECLINED SLIGHTLY. 
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4. IN THE TUMULTUOUS PERIOD APTER THE DEATH OF MAO, 

PRC IMPORTS SANK TO HALF THE PRE-1976 LEVELS. BY 

THE SECOND HALF OF 1977, IMPORTS HAD RECOVERED FULLY. 

A GOOD SHARE OP THE 60 PER CENT GROWTH IN IMPORTS 
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BETWEEN THE FIRST HALE OE 1977 AND 1978 SIMPLY 
REFLECTED THAT RECOVERY. U.S. DLLAR PRICES EOR 
PRC IMPORTS OP PERTILIZER AND WHEAT WERE UP IN THE 
FIRST HALF OF THE YEAR, WITH PERTILIZER PRICES 
NEARLY 50 PER CENT HIGHER THAN THE CORRESPONDING 
PERIOD LAST YEAR. THESE INCREASES APPEAR TO HAVE 
BEEN OPPSET BY STABLE IMPORT PRICES FOR STEEL AND 
DECLINING PRICES EOR COTTON AND POLYESTER FIBERS. 
(ALTHOUGH THE MOST RECENT SINO- JAPANESE STEEL 
CONTRACT CALLED EOR A 15 PER CENT BOAST IN PRICES, 
THESE INCREASES WERE NOT REELECTED IN THE JAPANESE 
TRADE STATISTICS EOR THE PIRST HALE.) ON BALANCE, 
THEREPORE, THE REAL GROWTH OP CHINA'S IMPORTS 
PROBABLY CAME CLOSE TO THE 60 PER CENT INCREASE 
IN THE MONETARY VALUE. 

5. TRADE STATISTICS WITH JAPAN CONPIRM CHINESE 
CLAIMS OP A SIGNIPICANT JUMP IN MACHINERY AND 
TECHNOLOGY PURCHASES. IN PARTICULAR, SHIP PURCHASES 
IN THE PAST HALE YEAR HAVE GONE AHEAD FULL THROTTLE, 
AN INDICATOR OP CHINESE INTENTIONS FOR FOREIGN TRADE. 

6. IP TRADE IN THE SECOND HALF OF 1978 MERELY 
MATCHES THAT OP THE PIRST, CHINESE TRADE EOR THE 
YEAR WILL EXCEED $19 BILLION, NEARLY 30 PERCENT 
ABOVE THE 1977 RECORD. IN ALL PROBABILITY, HOWEVER, 
PRC TRADE IN THE SECOND HALF WILL NOT JUST REMAIN 
AT THE FIRST HALF'S LEVEL, BUT WILL CONTINUE TO GROW. 
EOR THE PAST EIGHT YEARS - I.E., IN EVERY YEAR 
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EOR WHICH DATA ARE AVAILABLE - SECOND HALE PRC 
EXPORTS HAVE EXCEEDED THE PIRST. THIS UNDOUBTEDLY 
IS DUE TO THE SEASONALITY OF MANY OF CHINA'S 
AGRICULTURAL EXPORTS, AS WELL AS TO THE PRACTICE 
(COMMON IN MANY CENTRALLY-PLANNED ECONOMIES) OP 
MAKING ALL-OUT EPPORTS AT YEAR'S END TO PULPILL 
THE STATE PLANS. THIS YEAR THE PATTERN IS LIKELY 
TO HOLD. ACCORDING TO THE NCNA ARTCILE, THE 
SPRING 1978 TRADE PAIR SET A RECORD EOR EXPORT AND 
IMPORT SALES. DELIVERIES ON MOST OF THESE CONTRACTS 
WILL SHOW UP IN SECOND-HALE TRADE STATISTICS. 

7. CHINA'S IMPORTS WILL KEEP PACE WITH OR POSSIBLY 
SURPASS EXPORTS IN THE SECOND HALE. WITH THE RECENT 
CHINESE PURCHASE OF ANOTHER ONE MILLION TONS OP 
U.S. WHEAT, SECOND-HALF DELIVERIES WILL AT LEAST 
EQUAL PIRST, RESULTING IN A RECORD 8 MILLIONTONS 
EOR THE CALENDAR YEAR. TAKING A PRONT SEAT IN 
CHINA'S MODERNIZATION EFPORTS, PRC IMPORTS OP 
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INDUSTRIAL SUPPLIES, CAPITAL GOODS, AND TECHNOLOGY 
ALL PROMISE TO GROW. MEANWHILE, THE SHARP APPRECI- 
ATION OF THE YEN THAT BEGAN IN JUNE, AND THE 
CONCURRENT DEPRECIATION OF THE DOLLAR, WILL FURTHER 
DRIVE UP THE DOLLAR VALUE OF CHINA'S TRADE. IT IS 
ENTIRELY EEASIBLE. THEREEORE, THAT PRC IMPORTS 
COULD MOUNT TO OVER $10 BILLION FOR THE YEAR. 

SHOESMITH 
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